prompts the departure of whites who are slightly more tolerant than the whites who initially fled. Again, some of the newly available homes are acquired by blacks, and a third wave of whites flees. This process continues, provided there are enough blacks who want to live in the neighborhood, until even the most tolerant whites feel uncomfortable and leave (Schelling 1971) .
Several researchers have examined the relationship between racial composition and neighborhood desirability by studying whites' expressed preferences. They consistently find that whites want to live in predominantly white neighborhoods. Recent work in Los Angeles finds that the average white prefers a white/black neighborhood mix of three to one, and that no whites want to live in an area that is more than 60% black (Clark 1992) . Similar results appear in surveys of the Detroit area, where a majority of whites (87%) say they would move into a neighborhood that is 7% black, but only 29% of whites say they would select a 53% black neighborhood . Though these studies suggest that whites tolerate low levels of integration, the link between whites' words and their actions has been questioned. Clark (1992) suggests that whites' expressed preferences for integration may reflect norms against public statements of racism, rather than an actual desire to live in mixed communities.
Other researchers avoid concerns about socially modified responses by focusing on behavior, not expressed preferences. The work of Frey (1979) represents the best example of this approach. It examines the movement of whites from urban to suburban communities in the 39 largest metropolitan areas. Contrary to what is implied by the term "white flight", central cities with relatively small white populations do not experience higher rates of outmigration by whites. However, whites who do leave highly integrated central cities are more likely to choose homes in white suburbs than are whites who leave cities with relatively few blacks. Frey's findings are confirmed by several recent studies. Alba and Logan (1991) observe a positive relationship between a metropolitan area's racial heterogeneity and the extent of white suburbanization. In the Chicago area, Ottensmann and Gleeson (1992) find that whites are averse to neighborhoods whose black populations are growing. Finally, Massey, Gross, and Shibuya (1994) report that the probability of whites moving into an area is lower in census tracts with a higher percentage of black residents.
A second school of thought argues that whites choose neighborhoods in an effort to avoid social problems, not blacks. Several authors maintain that when whites evaluate neighborhoods, racial preferences are a proxy for their desire to live in areas free of crime, deteriorating buildings, ineffective public schools, and other social ills (Clark 1992) . Due to the overrepresentation of many social problems in the black population, selecting a "good" environment usually means choosing a predominantly white neighborhood. Marshall (1979) examines large metropolitan areas and finds that the effect of racial composition on white suburbanization is not significant once crime rates and the incidence of riots are considered. Taub and his colleagues (1984) employ a different research methodology from Marshall, but arrive at a similar conclusion. Once perceived crime risk, quality of local buildings, and satisfaction with nonracial aspects of the neighborhood are controlled, Chicago whites who are intolerant of blacks are no more likely to move than are other whites. Taub and his colleagues conclude that whites do not base their mobility decisions on neighborhood racial composition, but rather choose to relocate if their expectations about concomitant social problems are confirmed.
Under the umbrella of social problems, neighborhood socioeconomic status (SES) is one indicator of neighborhood quality. One salient component of neighborhood SES is income. In particular, whites have a preference for affluent neighbors, and a distaste for living near the poor.
Empirical support for this claim appears in work by Gramlich, Laren, and Sealand (1992) , who find strong effects of neighborhood poverty on white migration patterns. Of the persistently poor white families who live in poor census tracts at the start of any given year, 20% move to nonpoor tracts in the ensuing twelve-month period. Similarly, poor whites in middle and upper-income tracts are much more likely to select nonpoor destinations. This apparent preference for more affluent neighborhoods also appears in recent work by South and Crowder (1997) .
In addition to neighbors' income, several other components of neighborhood SES likely affect whites' assessments of communities. An area's unemployment rate and average level of educational attainment are two such indicators of neighborhood SES. Though the relationship between these factors and neighborhood desirability has rarely been subjected to empirical scrutiny, it follows from findings about the importance of other components of SES that whites are likely to avoid neighbors who are poorly educated or unemployed.
The two broad theories discussed above yield important information about predictors of white mobility, but do not provide a full understanding of the factors that affect whites' assessments of neighborhood desirability. Research tends to evaluate the effects of racial or nonracial factors, rather than racial and nonracial factors.
1 Many studies use survey data to assess white aversion to black neighbors, but most surveys only query whites about their comfort with varying degrees of racial integration. A more instructive battery of questions would include:
1. How comfortable would you be in a neighborhood that is 10% black and 90%
white, but 5% of your neighbors are violent criminals?
2. How comfortable would you be in a neighborhood that is 10% black and 90% white, but 1% of your neighbors are violent criminals?
3. How comfortable would you be in a neighborhood that is 30% black and 70% white, but 5% of your neighbors are violent criminals?
4. How comfortable would you be in a neighborhood that is 30% black and 70% white, but 1% of your neighbors are violent criminals?
The preceding items illustrate why simply asking whites how comfortable they would feel in neighborhoods with different racial compositions is insufficient. Conducting unidimensional research presumes that racial composition is the dominant factor in neighborhood quality. My survey of the literature yields no support for this presumption. Therefore, my work combines racially and nonracially motivated theories of mobility-simulating the above series of hypothetical questions-by presenting a multidimensional analysis of the factors that affect whites' assessment of neighborhoods.
Methodology

The Status Quo
Most sociological studies of neighborhood desirability rely on regression analysis, transition matrices, or vignettes. Though instructive, each method is insufficient for identifying the characteristics of neighborhoods that whites deem important. Regression analysis examines the relationship between contextual variables and either the probability of leaving one's current home or the type of destination selected (Frey 1979; Galster 1990; Goodman and Streitwieser 1983; South and Deane 1993) . Studies that assess destination selection regress the percentage of movers who choose suburban destinations on city characteristics, characteristics of the average surrounding suburb, and differences between the city and its average suburb.
There are three problems with the regression approach. All apply to studies of destination selection, but only the third is relevant for studies of mobility incidence. First, regression studies assume a false dichotomy between undesirable cities and idyllic suburbs. Much research shows that there is considerable variation among cities and suburbs, even when they are located in the same metropolitan area (Alba and Logan 1991; Massey and Denton 1993) . Second, in addition to ignoring variation across cities and suburbs, regression studies also fail to take note of differences within cities and suburbs. As a result, it is difficult to say much about destinations based on regression results. Is a white family that selects a suburban neighborhood deciding to live near blacks or whites? What is the SES of their new neighborhood? If we cannot answer these critical questions, then what are we to make of the model's coefficients? Third, the majority of regression studies include few, if any, nonracial contextual variables, so it is not clear whether findings of racial aversion reflect racism or a response to nonracial factors that are correlated with race.
A second approach that has been used by sociologists interested in neighborhood desirability is transition matrices (Gramlich et al. 1992; Massey et al. 1994) . First, characteristics of respondents' neighborhoods in years t and t+1 are coded into discrete measures of neighborhood quality. Next, a matrix is constructed with the rows representing one variable in year t and the columns representing that same variable in year t + 1. The matrix is examined to determine whether whites are moving out of or into neighborhoods that rate higher or lower on the variable of interest. If no pattern exists we conclude that the examined characteristic does not affect neighborhood desirability.
The transition matrix approach has two problems. First, transition matrices cannot be constructed for continuous variables. Information is lost when continuous data is converted into discrete measures, and decisions about how to partition the distribution can bias results. Second, the transition matrix approach cannot easily accommodate multiple predictors. One can use nested matrices, but this solution quickly becomes unmanageable as even a modest number of predictors leads to uninterpretable results. One can also combine several variables into a single summary measure, but this second solution suffers from the same problems of discrete variables that generally afflict the transition matrix approach.
A third method employed by sociologists interested in assessments of neighborhood desirability is vignettes. This approach has two variants: neighborhood diagrams and factorial surveys. The first method presents respondents with several pictures depicting neighborhoods that are integrated to varying degrees, and asks them to indicate how comfortable they would feel living in each area (Farley, Steeh, Jackson, Krysan, and Reeves 1993) . Factorial surveys also ask respondents to rate hypothetical neighborhoods, but they use verbal cues instead of pictures (Bobo and Zubrinsky 1996; St. John and Bates 1990) . In this variant of the vignette approach researchers identify dimensions of neighborhoods that might affect desirability and then write sentences that reflect varying magnitudes of each dimension. One sentence for each neighborhood characteristic is selected and the resulting description is read to the respondent.
Regardless of whether vignette studies employ neighborhood diagrams or factorial surveys, they suffer from three significant problems. First, many vignette studies do not control for nonracial neighborhood characteristics. This bias is most severe in neighborhood diagrams, where respondents are only shown the racial composition of neighborhoods. The problem is that there is no way to know whether the person is responding to race, or some other characteristic that they believe is more common in integrated neighborhoods. For example, if respondents care only about neighborhood poverty and they know that poverty rates are higher among blacks, then they will always choose less integrated neighborhoods. Researchers will misinterpret their results as evidence of racial aversion, when in fact respondents do not care about neighborhood racial composition, per se. Second, vignette studies ask people about hypothetical neighborhoods, rather than the places where they actually live. The problem is that if behavior lags behind intentions, then vignette studies report the effect of factors on ratings of neighborhoods, but offer little information about the odds of leaving or selecting different kinds of neighborhoods. Third, because respondents are told the racial compositions of neighborhoods, the vignette approach is susceptible to bias resulting from socially modified responses (Clark 1992) . This critique argues that because it is now less acceptable to openly profess racist sentiments, whites are reluctant to say that they prefer segregated neighborhoods. As a result, vignette studies likely underestimate the effect of racial composition on neighborhood desirability, and overestimate the impact of crime rates, school quality, neighbors' income, and other nonracial factors that serve as code words.
A Different Approach
Regression analysis, transition matrices, and vignettes each represent ineffective methods of identifying determinants of neighborhood quality. A better approach is clearly needed. The ideal data for this research contains information on the characteristics of every neighborhood that respondents consider, their satisfaction with each alternative, and their eventual choice. With such data, it would be easy to reconstruct whites' implicit preference equations by regressing their desire for a given neighborhood on that neighborhood's characteristics. In lieu of such data, I employ hedonic price analysis.
Hedonic price analysis uses information about what people pay for housing to estimate preferences for different dwelling and neighborhood characteristics. For renters, annual housing expenditures are simply monthly rent multiplied by twelve. For owners, annual housing costs are obtained by multiplying present home value by a capitalization rate, and adding the product to annual property taxes.
2 Linneman (1980) shows that the proper specification for the hedonic model depends on the data being examined. Accordingly, I performed a Box-Cox search over the following equation: 3 2 The capitalization rate is obtained from a study by Peiser and Smith (1985) that compares the costs of renting and owning comparable housing. They discuss in detail how the rate is computed, and present capitalization rates for 1963-1981. 3 I have constrained the specification of the independent variables to be linear. Linneman (1980) notes that the likelihood function is not highly sensitive to the specification of the independent variables. His study and research conducted by others (Blomquist, Berger, and Hoehn 1988; Gyourko and Tracy 1991) indicates that a linear specification is reasonable. There is less agreement about what specification is best for the dependent variable.
( )
where Y is annual housing expenditures, X i are dwelling and neighborhood characteristics, and λ varies from 0 to 1. The maximum-likelihood value of λ is the transformation of annual housing expenditures that best fits the data. When λ is equal to 0, the natural logarithm of annual housing expenditures characterizes the dependent variable. 4 When λ is equal to 1, the equation is linear.
Once hedonic coefficients are obtained for each independent variable, they are converted into marginal trait prices. These prices indicate the monetary effect of a marginal change in each dwelling and neighborhood characteristic on the cost of the average home. For dichotomous independent variables the price reflects an increase from zero to one. For continuous measures, prices correspond to a one unit change in the independent variable. Marginal trait prices are computed by the following equation:
where P i is the marginal trait price for characteristic i, b i is the hedonic coefficient for characteristic i, and A is the average annual housing expenditure in the sample. The values of b i and λ are from [1] . As a method for determining the weights that whites give to various neighborhood characteristics, hedonic price analysis does have a few disadvantages. First, it reports preferences that are evident in the housing market as a whole, rather than among particular subgroups of the population. Property values result from bids by all potential buyers. As such, whites may receive smaller discounts for living in undesirable neighborhoods if members of other racial groups are less averse to those neighborhoods. The problem of biased estimates of white preferences is mitigated by the fact that whites are the dominant group in most housing markets, and so their preferences have a large impact on property values. Also, discrimination in the housing market serves to limit competition between white and nonwhite home seekers. Nevertheless, because prices are determined by the market my results provide direct information about market response to neighborhood traits, and indirect insight into white preferences. Second, trait prices are determined by the preferences of the marginal, not average, consumer. Linneman (1981) recognizes this aspect of the housing market and concludes that even if "it is known that on average the trait Z i is undesirable, one cannot a priori conclude that Z i will possess a negative coefficient in the clearing function" (p. 134). Consequently, results of the hedonic model provide information on the cost of traits in the housing market, but likely underestimate how much aversion exists in the general population. Third, the hedonic model reports trait prices at the intersection of supply and demand curves. These forces cannot be disentangled to produce separate estimates of the effect of neighborhood characteristics on mobility incidence and destination selection. Instead, the net effect of traits is obtained.
Despite these problems, hedonic price analysis remains a valid method for examining the effect of neighborhood characteristics on neighborhood desirability. It has several advantages over other methods. First, results are easy to interpret because trait prices are expressed in dollars. Second, hedonic price analysis evaluates the importance of neighborhood characteristics independent of respondents' previous location. Consequently, the method does not require the type of assumptions about current and former neighborhoods that plague the traditional regression approach. Third, hedonic price analysis works well with discrete or continuous independent variables. No bias-inducing decisions about how to convert continuous measures are necessary. Fourth, unlike transition matrices or neighborhood diagrams, hedonic price analysis can easily accommodate multiple predictors. Finally, hedonic price analysis uses data on what people pay for their homes to assess the importance of factors, rather than relying on assessments of hypothetical neighborhoods. As a result, findings from hedonic price analysis are not susceptible to Clark's "socially modified response" critique (1992). Sample members do not have the opportunity to bias results by providing interviewers with politically correct responses.
Hedonic price analysis has seldom been used to answer sociological questions. Economists evaluate hedonic models that include: commuting time, environmental pollution, precipitation, temperature, tax rates, crime, and street noise. Sociologists focus on the role of neighborhood racial composition in conceptions of neighborhood desirability. By using hedonic price analysis to evaluate the weights given to neighborhood racial composition and SES, I link econometric methods with sociological theory.
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Data
Data for this study come from the Panel Study of Income Dynamics (PSID). The PSID is a longitudinal survey conducted annually by the Survey Research Center of the University of Michigan. Initiated in 1968, the PSID now includes data on 37,500 individuals who resided in one of 4,800 initial sample households, were the offspring of those individuals, or were their coresidents. Due to an initial oversampling of low-income families, the later incorporation of a Latino subsample, and attrition, the PSID sample is not representative of the United States population. To correct for this bias, PSID sample weights are applied.
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The PSID focuses on economic and demographic behavior. Respondents are queried about sources of income, changes in family structure, the acquisition of job skills, residential mobility, and a host of other related issues. This paper uses a special geocoded version of the PSID that was recently prepared in response to growing interest in neighborhood effects. The file contains aggregate data from the 1970 and 1980 U.S. Censuses, as well as codes representing respondents' addresses at twelve geographic levels. 7 The geocoded PSID allows me to examine both individual and environmental determinants of behavior. 8 Despite the fact that the PSID contains annual data for 1968 to the present, I only examine data for the years 1979 to 1981. There are three reasons for limiting analyses to these years. First, not all variables are available for all years. For example, the PSID does not contain a description of the respondent's dwelling (i.e., one-family house, two-family house, or apartment) in 1973 , 1974 , or 1982 . Second, geocodes are not available for 1969 , 1975 , 1977 , 1978 For more on hedonic price analysis and applications of the method see Linneman (1980) ; Blomquist et al. (1988) ; Gyourko and Tracy (1991); and Diamond and Tolley (1982) . 6 Standard errors are computed with a Huber/White estimator (Greene 1993; StataCorp 1995) . 7 I use census tracts to represent neighborhoods. Tracts vary in size, but on average contain about 4,000 residents. Tracts are the definition of neighborhoods most frequently employed by social scientists (Brooks-Gunn, Duncan, Klebanov, and Sealand 1993; Gramlich et al. 1992; Massey et al. 1994) . 8 See Hill (1992) for further information about the PSID. year after 1985, so no information is known about respondents' neighborhoods in those years. Third, Peiser and Smith (1985) do not report capitalization rates for years after 1981. As a result I am unable to convert home values to annual expenditures for more recent years.
In addition to restricting analyses to a three-year period, I impose two further restrictions on the data. First, I limit the sample to households that moved during the previous year. Recent movers are included because their housing costs reflect the current value of neighborhood characteristics. Also, recent movers likely provide better estimates of housing costs than do longtime homeowners. Those who purchased their homes many years ago may be unaware of its current value. Second, only movers who selected tracts containing whites are included in the final sample. This constraint limits analyses to neighborhoods that are in whites' choice set. I want to know the value of neighborhood traits in the areas where whites live, because my goal is to understand whites' preferences. Restricting analyses to movers who choose tracts with whites excludes about 3% of movers, all of whom are black. Another way to focus the analysis on whites would have been to include only white movers. I rejected this option because it discards information that is provided by the nonwhite movers who compete with whites. By excluding cases based on the race of neighbors rather than the race of movers, I retain a larger sample and one that provides more complete information on the price of racial and socioeconomic composition in the neighborhoods where whites live.
9 Table 1 describes all variables used in this paper. The dependent variable is annual housing expenditures. It combines housing costs for renters and homeowners into one measure, and is expressed in 1992 dollars. The equations predicting housing expenditures focus on the role of neighborhood characteristics, but also include features of the dwelling and its geographic setting that are expected to affect property values.
10 Dwelling controls identify the number of rooms in the home, whether the home is a single-family dwelling, and whether the property is owner-occupied or rented. The included controls for geographic setting are region and whether the home is located in a large metropolitan area. Neighborhood measures are drawn from the 1980 Census. The one racial factor examined is percent black. Four nonracial factors, all components of neighborhood SES, are also considered. They are: percent affluent, percent poor, percent with no college education, and percent unemployed.
11
[ Table 1 about here] In response to tipping models and concerns that a comparable increase in the black population may have dissimilar effects on whites who live in differently integrated neighborhoods, I use dummy variables for neighborhood racial composition. Each dummy 9 Analyses were also conducted on samples of white movers and all movers. Both samples yield results that are consistent with this paper's central findings about the role of racial and nonracial neighborhood characteristics. 10 No other dwelling characteristics are available in the PSID. This omission would only be a problem if unobserved dwelling traits that have a large impact on property values were highly correlated with the neighborhood characteristics I examine. 11 Initially, county data was used instead of tract data. The advantage of examining counties is that a broader range of measures is available, including: crime rates, property tax rates, and per pupil expenditures. The disadvantage of using counties is that there is usually so much heterogeneity within counties that county-level measures indicate little about any particular respondents' context. Such was the case in my analysis. Few county-level effects were significant, although several SES measures were more important than racial composition. variable represents a segment of the percent black distribution. After considering several coding schemes, I settled on four partitions that characterize the pattern of racial effects. The ranges are: less than 10% black, 10%-20% black, 20%-50% black, and at least 50% black. The percentage of respondents in each range of the percent black distribution is shown in Table 2 .
[ Table 2 about here]
Results
The analysis proceeds in three parts. First, I estimate the total effect of race by evaluating a reduced model that uses all control and independent variables, except the nonracial neighborhood traits, to predict housing expenditures. Next, I explore the racial proxy argument by estimating the full model. The full model includes all predictors from the reduced model, as well as the nonracial neighborhood traits, and yields an estimate of the direct effect of racial composition on property values.
12 Third, I evaluate the reduced and full models separately for renters, homeowners, and regional subgroups, in an effort to ascertain whether the importance of racial and nonracial neighborhood traits varies by tenure or region. Table 3 presents results from the reduced model. 13 Racial composition is the only neighborhood trait included in this model. The first two columns of Table 3 report the hedonic coefficients and standard errors for each independent variable. The third column contains marginal trait prices, evaluated at the mean of the annual housing expenditure distribution. In this and all subsequent equations tracts that are less than 10% black comprise the omitted category of racial composition. Therefore, the three racial composition dummy variables indicate how much annual housing costs would change if the residence was moved from one of the least integrated neighborhoods to an area that is more racially heterogeneous.
Hedonic coefficients indicate that homes lose about 20% of their value when neighborhood racial composition increases from less than 10% black to either 10%-20% black or 20%-50% black. For an average home, this is equivalent to about a $1,000 reduction in annual costs. An even larger reduction in housing costs is associated with moving from a neighborhood where fewer than one in ten residents is black to one where at least half of the neighborhood is black. In this scenario homes lose 37% of their annual value, which is equivalent to about a $2,000 reduction in annual housing costs for the average home. All of these racial effects are highly significant, both statistically and substantively. They provide clear evidence that an aversion to black neighborhoods exists in the housing markets where whites live. In addition, results from the reduced model confirm the Detroit woman's observation that "property values drop when black families move in" (Farley et al. 1994: 775) [ Table 3 about here] 12 This is not the true direct effect because crime, school quality, and other important neighborhood traits are not included in the model. As a result, if any race effect remains after controlling for neighborhood SES I cannot conclude that this is evidence of pure discrimination. Some or all of the surviving racial aversion may yet be a proxy for nonracial factors. 13 All equations presented in this paper assume a λ value of zero. In other words, each employs a natural logarithmic transformation of annual housing expenditures. Actual λ values from the Box-Cox searches ranged from -.01 to .25. I use the natural logarithmic transformation because it is easier to interpret and yields results that are consistent with those obtained using precise λ values. Table 3 provides a strong affirmative response to the question, "Is there a bias against blacks in the housing markets where whites live?" However, it offers no evidence about why people prefer not to live near blacks. To address the issue of motivation, I consider whether aversion to black neighbors can be explained by people's desire to live in high SES neighborhoods. In Table 4 I assess the effect of each nonracial neighborhood trait separately by estimating equations that use percent black and one nonracial neighborhood factor to predict annual housing expenditures.
14 The estimates in Table 4 represent upper bounds on the proportion of the race effect that can be attributed to each nonracial factor.
Model 1 examines the role of affluent neighbors in assessments of property value. The coefficient for this nonracial factor is positive and strongly significant. For each percentage point increase in the proportion of local families with annual incomes greater than $51,000, annual housing costs increase by 1%. For the average home, this premium for a marginal increase in the proportion of affluent neighbors means a $64 annual increase in housing costs. Not only does Model 1 reveal a preference for affluent neighbors, but it also provides insight into why people avoid black neighbors. Controlling for the percentage of affluent neighbors reduces the cost of integration by between 47% and 58%. This finding supports the racial proxy hypothesis. It suggests that half of the reason why blacks are avoided is because they are unlikely to have high incomes. However, Model 1 also supports the pure discrimination argument. It reports annual premiums for not locating in the least integrated neighborhoods of between $500 and $1,000, with this race effect remaining significant in neighborhoods that are at least 20% black.
[ Table 4 about here] A second dimension of neighborhood SES is the poverty rate. Model 2 uses percent black and percent poor to predict annual housing expenditures. It shows that the local poverty rate plays a highly significant role in determining annual housing costs. For each percentage point increase in the poverty rate, annual housing costs decline by about 2%. Furthermore, controlling for the neighborhood poverty rate dramatically reduces the effect of percent black on housing expenditures. The coefficient for 10%-20% black neighborhoods remains negative, but is 46% smaller and no longer significant. The effect of a being in a 20%-50% neighborhood is also not significant, falling by 68% once the poverty rate is controlled. The coefficient for the final racial composition dummy variable is also no longer significant. The penalty on the average home is 85% smaller, down from $2,049 to $310. Model 2 indicates that between 46% and 85% of the race effect in neighborhoods where whites live can be attributed to a desire to avoid the poor. In other words, blacks are avoided largely because they have high incidences of poverty, not because they are black.
14 Correlation coefficients for the neighborhood variables are reported in Appendix A. It shows that while some relationships are quite strong, few are strong enough to raise serious concerns about multicollinearity. Of the 16 relationships between racial and nonracial variables, only five have correlation coefficients with a magnitude greater than .30. Among the nonracial neighborhood variables coefficients have higher magnitudes, with three between .30 and .60, and the other three greater than .60. The strongest relationship is between percent affluent and percent with no college, where the correlation coefficient has a magnitude of .69. Despite these strong relationships, there is no evidence that my analysis suffers from problems of multicollinearity. All correlation coefficients are less than .70, standard errors change little between the reduced and full models, and almost all reductions in racial effects obtained by including the four nonracial variables also appear when only one nonracial factor is controlled.
Neighbors' educational attainment is a third component of neighborhood SES. Model 3 includes percent black and the percent of neighbors who have no education beyond high school as predictors of housing expenditures. Adding this neighborhood SES measure to an equation containing racial composition markedly improves the explanatory power of the model. The annual cost of the average home declines by $55 for each percentage point increase in the proportion of poorly educated neighbors. Despite the significant effect of neighbors' schooling on housing costs, inclusion of this factor does not explain away the effect of racial composition. Coefficients for the percent black dummy variables decline by between 29% and 48%, but remain significant. The annual premium associated with integration ranges between $721 and $1,059. Model 3 reveals a strong preference for educated neighbors in the areas where whites live, but consideration of this factor alone does not explain why annual housing costs reflect an aversion to black neighbors.
A fourth component of neighborhood SES is the unemployment rate. In Model 4 percent unemployed and percent black are included as predictors of housing expenditures. Each percentage point increase in the local unemployment rate reduces housing costs by almost 3%. For the average home the cost of a marginal increase in unemployment is about $150. The effect of the unemployment rate on the race effect is uneven. Reductions in the race effect are greater in the most integrated neighborhoods. In 10%-20% black neighborhoods, the race effect declines by 28%. By contrast, the race effect falls by 62% in neighborhoods that are at least 50% black. However, even in areas where percent unemployed greatly reduces the race effect, coefficients for percent black remain marginally significant. Model 4 shows that percent unemployed is an important determinant of housing costs, but its impact on the race effect is such that consideration of the unemployment rate does not support a rejection of the pure discrimination hypothesis.
The equations presented in Table 4 establish upper bounds on the proportion of the race effect attributable to each component of neighborhood SES. Due to the high degree of correlation between many of these factors (Appendix A), the effects reported thus far for nonracial predictors are somewhat redundant. In order to determine the independent effect of each nonracial predictor, I estimate a more complete model of annual housing expenditures. Presented in Table 5 , this model includes percent black, percent affluent, percent poor, percent with no college, and percent unemployed as predictors of annual housing costs. The model fits the data only slightly better than equations containing percent black and one SES measure (Table 4) . Further evidence of high correlations among neighborhood SES measures emerges from a comparison of coefficients in Tables 4 and 5 . These coefficients decline by about 50% for all nonracial traits except percent unemployed, which experiences a reduction in its effect of 96% and is the only nonracial trait that is no longer significant.
[ Table 5 about here] Despite these changes in the coefficients for neighborhood SES, there remains strong evidence that lower housing costs in more integrated neighborhoods are mainly a response to the SES, not race, of residents. Once I control for the four indicators of neighborhood SES, there is no longer a reliable relationship between racial composition and annual housing costs in the neighborhoods where whites live. The direct effect of a 10%-20% black neighborhood is 59% smaller than the comparable total effect. In neighborhoods that are 20%-50% black the total effect of race is reduced by 82%. Finally, in those neighborhoods that are at least 50% black, the race effect declines by 92%, to just $156 per year for the average home, once neighborhood SES is added to the model. 15 These results make it clear that homes are more valuable in less integrated neighborhoods largely because people prefer well-educated, affluent neighbors, and each of these traits is more prevalent among whites than blacks.
Tenure and Regional Differences in Destination Selection
All of the results I have discussed thus far apply to households that move to neighborhoods containing whites. Controls are included for tenure and region, but the underlying assumption is that other trait prices do not differ between renters and homeowners, or between housing markets in different regions. There are at least four reasons to believe that this assumption is incorrect. First, the equations I evaluate consistently show significant effects of tenure and region. In the full model (Table 5) , people pay 40% more to own a home, and at least 10% more if their home is located in the West or Northeast. Second, the pattern of mean annual housing expenditures shown in Table 2 is not consistent across tenure and regional subgroups. Third, several recent studies find significant regional variation in whites' racial preferences (Clark 1991) , the stability of integration (Lee and Wood 1991) , and segregation levels (Farley and Frey 1994) . Fourth, renters and owners do not have equal stakes in their neighborhoods. To an owner a home is both a residence and an investment. To a renter a home is a place to live. This difference means that owners likely give weight to expected future property values when determining a home's current value.
To allow trait prices to differ by tenure and region, I estimate the reduced and full models separately for renters, owners, and each of the four regions. Table 6 presents findings from the reduced model for renters and homeowners. In each equation percent black is the only neighborhood-level predictor of annual housing expenditures. Table 6 shows that renters and owners share an aversion to black neighbors. All race coefficients are significant, and the cost of integration is higher in more racially mixed neighborhoods. Despite these similarities, it would be a mistake to conclude that renters and owners offer comparable responses to integration. What differs between the two groups is the magnitude of their aversion to blacks. Depending on the extent of integration, the costs associated with rental property decline by between 13% and 27% when located in a neighborhood that is more than 10% black. By contrast, owned property loses between 25% and 89% of its value when the proportion of black neighbors exceeds 10%. This difference in sensitivity to racial composition between renters and homeowners is quite large, and is statistically significant for neighborhoods that are at least 20% black. It supports the hypothesis that homeowners are more invested in their homes than are renters.
[ Table 6 about here] Table 7 reports coefficients for the full model, which includes neighborhood SES, and is evaluated separately by tenure. Once again there is evidence that tenure status affects neighborhood trait prices. Rental prices are sensitive to the local poverty rate and the proportion of residents who have not attended college. Neither percent affluent nor percent unemployed has a significant impact on the annual cost of rental housing. By contrast, purchase prices are sensitive to the proportion of affluent neighbors, but are not reliably affected by any other component of neighborhood SES. Differences between renters and owners persist in motivations for preferring segregation, and these differences continue to be reliable in tracts that are at least 20% black. For renters, the full model offers compelling evidence of racial proxies. Once I control for neighborhood SES, the effect of percent black on rental prices is small and not significant. Similarly, the direct effects of racial composition on purchase prices are smaller than comparable total effects (Table 6) . However, even when nonracial neighborhood traits are held constant, purchase prices continue to be significantly related to racial composition, falling by 23% to 44% in tracts that are at least 20% black. This evidence suggests that, possibly because of the sizable investment that purchasing a home entails, when buyers assess property values they ignore many nonracial aspects of neighborhoods and instead focus on neighborhood racial composition.
[ Table 7 about here] Table 8 reports findings from separate models for each region. Consistent with research that finds segregation to be most extreme in the South and Midwest (Farley and Frey 1994) , the coefficients in Table 8 suggest that aversion to black neighbors is strongest in these regions. Midwestern homes lose between 21% and 37% of their value when located in neighborhoods that are more than 20% black. Prices are even more responsive to integration in the South, with people paying 32% to 46% less for housing in neighborhoods that are as little as 10% black. By contrast, annual housing costs in the Northeast are only significantly impacted when blacks comprise a majority of the local population, and Western housing costs are insensitive to racial composition at all levels of integration.
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[ Table 8 about here] Table 9 addresses the question of why some regional equations show signs of an aversion to integration by adding neighborhood SES to the model. 17 In the Midwest, it appears that homes are worth less in integrated settings because people prefer affluent, college-educated neighbors, and that these traits are more common among whites. Racial coefficients in the full model are between 37% and 93% smaller than the comparable total effects in Table 8 , and there is no longer a reliable effect of racial composition on housing costs. However, not all regional evidence so clearly supports the racial proxy hypothesis. In the South, adding nonracial neighborhood traits to the model only partially explains the relationship between racial composition and housing costs. Homes in neighborhoods that are 10%-20% black continue to be worth 23% less than comparable homes in neighborhoods containing fewer blacks. This suggests that, at least for some neighborhoods in the South, homes in integrated settings may be less valuable because there is pure discrimination against black neighbors.
[ Table 9 about here]
Conclusions
This paper addresses two questions. First, is there evidence that whites are averse to black neighbors? Second, is this aversion motivated by pure discrimination or is it a proxy for nonracial neighborhood factors? These questions derive their importance from the link between mobility patterns and residential segregation, and the consequent relationship between high levels 16 Only five of the race effects reliably differ between regions. They are: 10%-20% black between the Northeast and South and between the West and South, 20%-50% black between the Northeast and South, and at least 50% black between the Midwest and West and between the West and South. 17 In these more complete models, there are only four race effects which reliably differ across regions. They are: 10%-20% black between the Northeast and South and between the West and South, and 20%-50% black between the Northeast and Midwest and between the Northeast and South.
of segregation and such outcomes as: concentrated poverty, the development of a self-destructive culture of segregation, and government indifference toward blacks' problems (Cutler and Glaeser 1997; Massey and Denton 1993; Massey and Eggers 1990; Massey, Gross, and Eggers 1991; Massey et al. 1994) . Additionally, determining whether aversion to blacks is an indication of pure discrimination or racial proxies is essential because the two explanations have disparate implications for integration policy.
Though much previous work estimates the magnitude of whites' aversion to black neighbors, few studies pursue a comprehensive examination of why whites exhibit discriminatory behavior. Instead, most work focuses on the racial motivations for whites' actions and fails to consider the proxy hypothesis. An additional shortcoming of research on this topic is that much of it uses vignettes, regression analysis, or transition matrix approaches that are not conducive to obtaining complete estimates of the racial and nonracial determinants of neighborhood desirability. As an alternative to these methods I employ hedonic price analysis. The advantages of hedonic price analysis are that it yields easily interpretable coefficients, accommodates discrete and continuous variables, estimates models with numerous predictors, and evaluates behavior, not intentions. Its principal disadvantage is that it does not distinguish white preferences from those of the general population, instead reporting the relationship between traits and prices for the marginal consumer. Despite this limitation, hedonic price analysis remains a powerful tool for understanding residential mobility. It also provides indirect information about whites, because their numerical majority in most housing markets means that market preferences are largely determined by whites' preferences.
My assessment of housing prices in the neighborhoods where whites live yields three main conclusions. First, there is clear evidence of an aversion to blacks. Housing loses between 20% and 40% of its value when located in a neighborhood that is more than 10% black. Second, homes in more integrated settings are less valuable because there is a general preference for affluent, well-educated neighbors, and each of these characteristics is more prevalent among whites than blacks. My evidence for whites in general thus strongly supports the racial proxy hypothesis. Third, there are important subgroup differences in the magnitude and motivations of aversion to blacks. Opposition to black neighbors is most extreme among homeowners and Southerners, with the former requiring a 90% price reduction as compensation for living in a neighborhood that is more than 50% black. These two groups also differ from other buyers in that their aversion to blacks is less clearly motivated by a preference for high socioeconomic status neighbors. For homeowners and Southerners, my evidence does not support a rejection of the pure discrimination hypothesis. The synthesis of these three conclusions is that "property values drop when black families move in" (Farley et al. 1994: 775) , but whether it is blacks' race or their class that affects property values is dependent on the location and character of neighborhoods.
My work offers conflicting messages for integration policy. The conclusion that, in general, people avoid black neighbors for reasons that are related to social class bodes well for stable integration. It suggests that when black residents and their neighbors have similar socioeconomic statuses, increasing levels of integration are likely to have little effect on desirability. However, my work is also consistent with the position that widespread stable integration may be an unattainable goal. The possibility that homeowners and Southerners are practicing pure discrimination suggests that integration may lead to racial succession in each of these contexts. In order to conclusively determine the effect of integration on neighborhood desirability we must pursue work that attempts to better estimate white housing demand by considering a broader range of neighborhood factors. Neighborhood crime and school quality are two factors that might account for the remaining racial aversion in my models, but are not available due to data limitations. With a more comprehensive model of neighborhood desirability we would be able to truly understand why whites avoid black neighbors, and thus be able to devise policies to bring about lasting integration. Table 3 . 2 The sample size and mean housing expenditure in these models are 3,357 and $5,488.27, respectively. * p < .05 ** p < .01 -.4582 ** .0861 -$2,278.17 1 All models also include the dwelling and geographic setting controls shown in Table 3 and Table 5 . * p < .05 ** p < .01 
